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E.O. 11652: N/A 
TAGS: ENRG 

SUBJECT: KUWAIT LPG NEGOTIATIONS 

REE: KUWAIT 2326 

1. ON MAY 15, GULF OIL REGIONAL REPRESENTATIVE ANDERSON 
PROVIDED THE FOLLOWING UPDATE ON HIS COMPANY'S AND OTHER 
COMPANIES' NEGOTIATIONS WITH KUWAIT FOR LONG TERM PURCHASE 
ON LIQUID PETROLEUM GAS (LPG). 

2. BECAUSE OE THE HIGH DEMAND FOR LPG, THE GOK HAS NOT 
BUDGED IN ITS DEMANDS THAT THE PRICE BE "THE PREVAILING 
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GULF PRICE" AND THAT PHASE-OUT BE OVER A NINE-MONTH 
PERIOD (AS DETAILED IN REFTEL). GULF OIL HAD WANTED 
TO PURCHASE 530,000 TONS PER YEAR FOR THE U.S. MARKET 
AND 320,000 TONS PER YEAR FOR THE JAPANESE MARKET. HOW- 
EVER, BECAUSE THE KUWAIT PRICE PLUS FREIGHT COST WOULD 
AMOUNT TO AT LEAST $20 MORE THAN THE U.S. PRICE AND 
BECAUSE GULE OIL COULD NOT BE SURE THAT THE U.S. PRICE 
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WOULD RISE, MAKING PURCHASE EROM KUWAIT FEASIBLE, THE 
COMPANY HAD DECLINED TO INITIAL ANY CONTRACT EOR PURCHASE 
OE LPG EOR THE U.S. IT HAD, HOWEVER, OEFERED TO PURCHASE 
320,000 TONS PER YEAR OF LPG FOR THE JAPANESE MARKET. 

3. ANDERSON SAID THAT HE UNDERSTOOD THAT BESIDES THE 
JAPANESE EIRMS, WHICH HAD ALL INITIALED CONTRACTS, AT 
LEAST TWO AMERICAN EIRMS HAD INITIALED CONTRACTS-PETRO- 
LANE (EOR 250,000 TONS PER YEAR) AND NORTHERN NATURAL 
(EOR 250,000 TONS PER YEAR). HOWEVER, ANDERSON EELT 

THAT IE THE U.S. PRICE DID NOT RISE, THE U.S. COMPANIES 
WOULD BE LIKELY TO CITE EORCE MAJEURE OR SOME OTHER 
REASON TO GET OUT OE THEM. GULE, WITH ITS LONG TERM OIL 
PURCHASING RLATIONSHIP WITH KUWAIT, COULD NOT AEEORD 
SUCH TACTICS. 

4. ANDERSON UNDERSTANDS THAT ALL CONTRACTS INITIALED BY 
AMERICAN OR JAPANESE EIRMS ARE SUBJECT TO TWO CONDITIONS: 
(A) APPROVAL BY RESPECTIVE HOME OFEICES AND (B) EURTHER 
DISCUSSION RE USE OE KUWAITI SHIPPING. EIRST POINT, 

ANDERSON COMMENTED, COULD EVENTUALLY BE A WAY EOR JAPAN- 
ESE TO GET OUT OE CONTRACTS, IE THEY COULD CITE OPPOSI- 
TION BY MITI. SECOND COULD POSE MAJOR PROBLEMS BECAUSE 
KUWAITIS ARE TALKING ABOUT RATES FOR TWO NEW KUWAITI LPG 
TANKERS OE AS MUCH AS $40-50 PER TON, COMPARED TO A 
PREVAILING EREIGHT CHARGE FROM THE GULE TO JAPAN OP ABOUT 
$22 PER TON. HIGH KUWAITI RATES ARE RESULT OP PURCHASE 

OP VERY EXPENSIVE TANKERS PROM FRENCH SHIPYARD AT $65-75 
MILLION PER TANKER COMPARED TO TANKERS BEING PRESENTLY 
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OEFERED BY JAPANESE SHIPYARDS EOR 1979 DELIVERY AT $36 
MILLION PER TANKER. 

5. COMMENT: LIKE MOST NEGOTIATIONS WITH KUWAIT ON ANY- 
THING TO DO WITH HYDROCARBONS, LPG DISCUSSIONS ARE 
LIKELY TO DRAG ON FOR SOME TIME BEPORE FINAL CONTRACTS 
ARE SIGNED. 

MAESTRONE 
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